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SUBJECT: PANAMA FMS DEBT 

A. AFAC DENVER COLORADO/SAAC MESSAGE DTG 01 1600Z MAR 77 (NOTAL); 

B. COMUSMILGP PANAMA MESSAGE DTG 121700Z APR 77; C COMUSMILGP 
PANAMA MESSAGE DTG 261657Z JAN 77. 

1 . REFERENCE A PROVIDED A LISTING OF PANAMA'S FMS DEBT. WHILE 

THE MESSAGE CONTAINS NUMEROUS ERRORS, PANAMA S FMS DEBT IS APPROX- 
IMATELY $1.5 MILLION. REFERENCE A ALSO SUGGESTS THE POSSIBILITY 
OF INTEREST ASSESSMENT AND/OR STOP SHIPMENT IF PANAMA DOES NOT 
SETTLE THE FMS DEBT. THE MESSAGE ALSO SUGGESTS PANAMA CONSIDER 
APPLYING THE $500,000 FY76 FMS CREDIT TO THE DEBT. 

2. ALTHOUGH PANAMA DOES HAVE A LARGE DEBT AND ITS ECONOMIC 
PICTURE IS DISCOURAGING, IT HAS MADE AN EFFORT IN THE PAST YEAR 
TO REDUCE THE ARREARAGES. DEBT ANALYSIS INDICATES HALF 
(APPROXIMATELY $770,000) WAS INCURRED AS A RESULT OF PANAMA'S 
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PARTICIPATION IN THE UN MIDEAST PEACEKEEPING FORCE IN 1973. 

PANAMA CONSIDERS THIS PORTION A UN DEBT. ADMITTEDLY THE UN CASES 
IN QUESTION WERE CONSUMMATED BILATERAL FMS AGREEMENTS BETWEEN 
THE US AND PANAMA. HOWEVER, PANAMA ASSERTS THE UN HAD PROMISED 
REIMBURSEMENT FOR THIS EXPENDITURE. 

3. THE RECENT SCRUTINY OF PANAMA FMS ARREARAGES HAS RESULTED IN 
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SUGGESTIONS FOR ACTIONS TO INCLUDE THE PROPOSAL MADE IN REFERENCE 

A. ADDITIONALLY, THERE HAVE RECENTLY BEEN EXCESSIVE DELAYS IN 
APPROVING BOTH THE FY77 FMS $1 MILLION CREDIT AND PANAMA’S 
REQUESTS TO PURCHASE EQUIPMENT (REFERENCE C), WITH THIS CREDIT 
AND THE PREVIOUSLY APPROVED $.5 MILLION CREDIT. 

4. WE THINK PANAMA NOW BELIEVES THE US SUPPORTS THE CONCEPT OF 
FORCE DEVELOPMENT FOR THE GUARDIA NACIONAL.BOTH THE GN AND PANAMA S 
TREATY NEGOTIATORS HAVE BEEN TOLD DEFENSE MATURITY IS ESSENTIAL 

IF THEY ARE TO ASSUME A MEANINGFUL ROLE IN THE COMBINED DEFENSE 
OF THE CANAL UNDER A NEW TREATY. THE OFFER OF FY76 AND 77 FMS CREDIT 
WAS TAKEN AS A CONCRETE INDICATION TO PANAMA OF US INTENTIONS 
TO ASSIST GN FORCE DEVELOPMENT. THE EXCESSIVE DELAYS IN APPROVING 
THE FY77 CREDIT AND SALES, HOWEVER, ARE CAUSING THE GN TO BECOME 
INCREASINGLY SUSPICIOUS OF OUR INTENTIONS. TOP AND MID-LEVEL GN 
OFFICERS INTERPRET HE LACK OF POSITIVE US RESPONSES AS RENEGING 
ON OUR CREDIT OFFERS, AN IMPLICIT RETURN TO PAST PATERNALISTIC 
DEFENSE POLICIES WHICH THWARTED GN FORCE DEVELOPMENT. 

5. THESE MISINTERPRETATIONS, SUSPICIONS AND DISTRUST WILL CONTINUE 
TO GROW UNLESS IMMEDIATE AND POSITIVE ACTION IS TAKEN TO REVERSE 
PANAMA'S PERCEPTIONS OF RECENT US ACTIONS. SPECIFICALLY, WE 
BELIEVE THAT AS A MINIMUM THE US SHOULD: 

A. APPROVE AND CONSUMMATE THE $1 MILLION FMS CREDIT NOW PENDING. 

B. APPROVE THE SALE OF THE EQUIPMENT AND ISSUE LETTERS OF OFFER 
REQUESTED FOR THE FIRST GN BATTALION AND THE IMPROVEMENT OF THE 
GN MARINA (REFERENCE C), AND 

C. HALT THE THREATENED ACTIONS OF INTEREST ASSESSMENT ON THE 
EXISTING DEBT AND STOP SHIPMENTS ON FMS PURCHASES (REFERENCE A). 
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6. PANAMA HAS APPROACHED DEFENSE MATURITY HESITATINGLY AND ONLY 
AT US URGING. AT BEST, THEY WILL INTERPRET THE RECENT US DELAYS 
AND ACTIONS AS A POLICY REVERSAL CONFUSING OR INCONSISTENT WITH 
THE TREATY ORIENTED STATEMENTS ABOUT COMBINED DEFENSE. AT WORST, 
THEY MAY REGARD THESE DELAYING ACTIONS AS A PLOY TO SABOTAGE IMPLE- 
MENTATION OF OUR STATED INTENTIONS REGARDING OUR RELATIONSHIPS 
UNDER A NEW TREATY. 

7. THE US MUST NOT INITIATE FMS POLICIES INCONSISTENT WITH THE 
GOAL OF ACHIEVING A NEW TREATY WITH PANAMA. ALL DEFENSE RELATED 
ISSUES MUST BE CONSISTENT TO ACHIEVE THIS GOAL. 

8. THE COMMANDER IN CHIEF, USSOUTHCOM, CONCURS. 

JORDEN 
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